Dear Mr. Mardinly:

Internal Revenue Service Department of the Treasury
Regional Counsel

'
4

Date: J ”L z 8 1992 Key District:

!oar!s):

& subsequent:

Person to Contact;

ontact Telephone Number:

We considerod your appeal of the adverse action proposed by your key Distriot
Director. The paragraph(s) ohecked boloy indicate(s) our decision,

[ Your exemption from Foderal income tax under seotion 501(c)(7) or the Internal -
Revenue Codo is: :

[ oconfirmed.
modified. A new determination “etter is enolosed.

]

(X denied XXKRXTUNENEN. You are required to file Federal income tax returns
on Form 1120 . for the above years. You should file these returns with s
your key District Director, EP/EO Division, within 30 days from the date of S
this letter, unless a request for extension of time is granted, , :

[0 You are not a private foundation beocause you are described in Code seotion(s)

You are an operating foundation ag described in code section 4942(3)(3).

0 O

You have no liability for excise taxes under IRC for the
above years.

7 Your liability for excise taxes under IRC for the above
year(s) was properly reported on your return(s).

There is no change to your unrelated business income tax liability as reported
for the above years.

Your Form(s) 990-T for the above years are accepted as filed.

OO0 O

You may direct questions about the decision to the appeals officer whose name and
telephone number are shown abovae.

Mid-Atlantic Region Appeals Offico ' Chief, Appeals
600 Arch Street, Rm, 4454, Philadelphia, PA 19106 Letter 1370(RO) (1-80)




A

K

CERTIFIED yayy, JUL § 1997

Guntleman:

” nonprofit corparation law of the State of -on -_

Your stateq Purpose ig to opevate 3 flying elub to promote the education of
pilots ang general aviation.

Hembarship 13 open to all persong interestag in flying the airplane or in
obtaining a pilot's license gq long ag they appear to be quclifieg ,
financially to be able ¢o meet the finarciaj commitment that flying carrieg,

Your activitiag congist of Providing educationa] and proficient tlying tipe
for members through 1oy overall costs; providing maximum flying time por
membar including schedule flsxibility; and providing Bporadie apg informal

" social and recreational activitiag for members,

Income ig derived frop a fixed Bonthly assessment frop memberg, Additionay
ravenus g Jenarated by the coagt of flying which has currently beep set at
S por hour, Expenses are for related exempt burposes, depreciation, and
oCcupancy,

Sactian 501 ¢(c) (7) of the nternal Fevenue Code exempts frop Federa}l income
tax, clubg organized fey pleasurse, Yecreation, apg Oother nonprofitaple
purposas, substantia?ly a1l of the activities of Wwhich are for such purposes
and no part of the aet earnings of vhich inupe to the benafit of any private
shareholder .

Saction 501(¢c) (7)~1 of the Incoma tax regulationg Provideg ag follows:

(a) The exenption provi tad by section 501(a) for organizationg described in
Saction 501 (c) (7) 4pplies only to clubs which are organized ang operategd
exclusively for Pleasure, Fecreation, apg other nonprof-table Purposes,
but does not apply to any club if any part of its pet €arnings ipyreg to




the benafit of any private sharekolder. In genaral, this examptian
extends to gneja] and recreatien clubs which are supported solaly by
membership feas, duss, and asseszpants, Hovever, a eiup otherwise
antitled to axemption will pot be disqualifigg becauge it ralseg

{b) & club which is engaged 1in business, such ag making irg social ang

and is not being operated mxclusively tor pleasure, recreation, or
social purposes.

Rlthough there is no statutory definition of "elub” as ygeq in IRC SGI{c)(Vi,
it implies the existancs of personal contact, commingling, and fellowship
anong mambary. Gerarally, the lack of commingling of nembers ig an
indication that the bagic Purpose of the organization 4ig oanly to provide
bersonal servigss and geoods to the membership in a Banner similar te
rommercial counterparts.

In Ravenue Ruling 70-32, 1970-1 C.B. 132, a flying club providing eccnomical
flying facilities gor itg members, hut having no arganized social angd
recreational Prograam, did aet qualify for exemption undeyr gection 501(e) ()
of the Code because the sols activity of the club wag rendering 2ervices to
its individua: members and thers Was an gignificant commingling of jtg

In Revenue Ruling 74-30, 1974~1 C.B. 137, 5 flying club diq qualify for A
exemption under section 501(e) (7) where the menmberg jointly Farticipatedin
the hobby of Elying for pleagure any recreation, apd there way constant
person-to-person aggaciatioy among the membeys.

In addition to persona} contact, 3 501 (a) (7} social club must have a common
objective among the memberg vhich show that the membars arg joinad mutuzliy
by activa intoragty or shared goalg justifying the existence of the
organization, apg there shoulq also be conditions ang restrictions for
nambership.

: Organization ig tq provide ths -mambers who owp
the plane loy o8t economical flying.facilitias. In addition to little
comningling, the organization hag No restrictions or limitationg upon
nembership which would characterize the organizatiop as a club,




-On the bagis of the evidence presentzd, tha requirenants for exemption of 'a
social and recreational club defined in the Code and Tncome tax requlations,
-and the interpretation of tha Code and Regulations citad in tha Revenue
Rulings noted abova, wa hold that vou do not qualify for axamption undar

- section 501{r) (7) of tha Code. ' : '

If you do not accept cur findings, we racommend that you ragquast a conferencs
with a menber of our Regional office confersnee staff. Your requast for a
confarence should include a written appeal giviag the facts, law and any other -
inforwation to support your positicn as explained in the anclosed Publicetion
© 892, You will then ba contacted te arrange a date for a conferance. ‘The
conference may be held at ¢ha Rzgional office, or 1f you reguest, at any

motually convenient District offiee. If we do not hear from yovu within 30
days from the date of thiz letter, this datermination will baccme final.

8inceraly yours,

Pistrict Dirvector

 Enclosuras:  Publication 892




